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A note on assessing the relation between CEO characteristics

and stock performance: Alpha Above Replacement
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6. Conclusions

We revisit an important topic in the literature from a unique perspective: the
relation between CEO characteristics and the alpha generated by the CEO. To
test our null hypothesis that specific CEO traits do not influence the returns on
firm stock, we investigate a sample covering the years 1997 through 2007, using
a data set that includes 2,715 individual CEO-firm combinations. Our findings
suggest that age, equity ownership and educational attainment are character-
istics that significantly affect performance as measured by the alphas from the
Fama-French three-factor model. Younger CEOs, CEOs who own a larger
fraction of the firm’s equity and CEOs with an advanced degree provide larger
positive alphas. CEOs who also founded the firm, and CEOs with a
background in research and development or engineering also deliver higher
abnormal returns. CEO tenure and duality, in which the CEO also holds the
board chair position, are not related to stock returns.
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